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ZENITH ELECTRIC SUPPLY LIMITED 


To the Shareholders: April 2, 1971 


I am pleased to report that our consolidated earnings before income taxes 
were $430,463 for the year ended December 31, 1970, compared to $303,573 
in the previous year and our consolidated earnings after income taxes were 
$372,189 for the year ended December 31, 1970, compared with $255,245 in 
the previous year. The consolidated earnings for 1970 were equivalent to 30¢ 
per outstanding share compared to 21¢ in the previous year. 


The financial statements forming part of this report show the income tax 
benefits resulting from losses incurred in prior years. Additional prior year 
losses will be available to reduce income taxes payable on 1971 earnings. 


During the year inventories were reduced due to more efficient purchasing 
and improved inventory utilization. Accounts receivable have also been con- 
siderably reduced by more effective credit policies. 


Our borrowings from our Bankers were reduced from $2,802,601 at 
December 31, 1969 to $1,053,591 at the end of 1970. In addition to this, our 
Serial Debenture was reduced by $100,000 and at December 31, 1970, there 
was $300,000 outstanding. 


Your management feels that with our cost control systems and an 
improved sales organization, 1971 should be a satisfactory year. An upturn 
in the economy has been forecast for the last half of 1971 and if this materializes, 
Zenith will be in a good position to take advantage of an improved demand 
from the construction and other industries using our many electrical and 
electronic products. 


We wish to thank all of our customers, employees and suppliers who have 
contributed to our progress of the past year. 


The annual meeting of shareholders will be held April 26th, 1971 at 
10:00 A.M. (Toronto time) at the offices of the Company at 185 Bridgeland 
Avenue, Toronto. We hope that many of our shareholders will be able to 
attend and at the same time visit our head office and central warehouse. 


On behalf of the Board of Directors, 


W. JAMIESON 
President 
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CONSOLIDATED 


ASSETS 
1970 
CURRENT 
OT | nnn npn A Rr ed oc os Gh aor aaa edd Coes 6,500 
Accounts receivable (after allowance for doubtful accounts).............. 3,452,571 
Inventories of merchandise valued at the lower of cost and net realizable 
WAL UWE a: edie lasereitat gue teul“ereepratetts one eee eee oe eae eee ca ee Cee ee mene en anc ee 3,502,746 
Prepaid:expenses. and deposits 5.5 os. oe ee ee 46,612 
Total current.assets. (4c hee nce eet oe ee ee ee 7,008,429 
FIXED, at cost 
Land and buildings <<... .22.<jon tee ee ee 104,612 
Equipment, furniture and fixtures7... 1.02 cee ee 669,009 
Automobiles:and: trucks J... . 424. se ce te eee eee 30,758 
804,379 
Less accumulated depreciation.--5 --s ee e ee 605,790 
198,589 
Alterations to leased premises less amortization.............. 142,059 
340,648 
OTHER 
Special federal refundable tax... <3. see ee ee ee 123 
Investment in shares of subsidiaries in excess of book value of net assets at 
date of acquisitionis.. 2 cc seeks esis oe ee eee cen tence — 
$7,349,200 


Approved on behalf of the Board 
George R. Gardiner, Director 
Walter Jamieson, Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Zenith Electric Supply Limited as at December 31, 1970 
and the consolidated statements of earnings, retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1970 and the results of their operations and the source and application of their funds for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Toronto, Ontario Campbell, Lawless & Punchard 
February 25, 1971 Chartered Accountants 
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April 6th, 1971 


The Globe & Mail 

140 King Street West 
TORONTO 1 
Ontario. 


Attention: Editorial Department 


Dear Sirs, 
Please find enclosed, as required by the regulations of the Toronto 


Stock Exchange, our Annual Report for the year ended December 3lst 
1970, 


Sincerely, 


| a NOU Dic 
oN a 


D. G. Wilkes 
Secretary Treasurer 
DGW: mg 


nel, 


KINGSTON @ PORT CREDIT Mm ST.CATHARINES gm SCARBOROUGH gg TORONTO 
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LIABILITIES 
1970 
CURRENT 
Perr MCE VAC SOCULC ot, ain i ee Ne is isuSi ose des due e unde bx 1,053,591 
Pues PAayaDle ane accrued ChAalges . 2... ow kes books ss coe hve sens 1,960,135 
_ 644% Serial Debentures—instalment due March 15, 1971................ 100,000 
Memteeiemr a COSYDAVADICH wives eee nie en Pie ee es el a Le Gene wae 43,026 
MOP AMCUIREHUMIADINILICS ctyeeker Rives ert 8 hie 3 oleae a Se Sows 6 acess 3,156,752 
LONG-TERM DEBT 
614% Serial Debentures due in equal annual instalments, March 15, 1972 
and 1973, secured by a floating charge on the assets of the companies. . 200,000 
mB eS DANG Day Rae tt, Ah tee AT See ne TSS esis Via NES sae ROR eles Oo 13,302 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 1) 
Issued and outstanding 
bee U2 osestiares (1969-1, 245.254) inn. 6 ects 5 ve oe ans 1,327,682 
RGU AUNE DS HARNINGS cere.) cers veces ceva whee ee 2,651,464 
3,979,146 
$7,349,200 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. The Company had in force during the year a share option plan for the President of the Company. Under the plan 
6,000 shares at $1.80 a share were issued during 1970. At the year end an option to purchase 12,000 shares at $1.80 a 
share was outstanding, it being exercisable in the years 1971 and 1972. 


2. In line with recent recommendations of the Canadian Institute of Chartered Accountants the 1970 financial statements 
reflect income tax reductions resulting from the carry forward for tax purposes of prior years’ losses in certain companies. 
In previous years such amounts were applied as reductions of income tax expense. The 1969 figures submitted for 
comparison have been restated on the same basis. 


3. The aggregate remuneration paid or payable by the companies to the senior officers and directors as such for the year 


1970 was $142,220 and $6,000 respectively. 


4. Sales and gross operating revenue of the companies in the year ended December 31, 1970 decreased over 1969 by 8.38% 
and 3.86% respectively, and decreased from the average of the five years 1965 to 1969 inclusive by 10.81% and 9.25% 
respectively. 
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CONSOLIDATED STATEMENT OF EARNINGS 
year to December 31, 1970 


1970 
Net operating earnings before the following deductions...................0.. 557,644 
Provision for: depreciation and amortization... .<..4. 24-9 ee 69,526 
Provision for bad (debts. 925 5 scons. orescence te Mc en ee een 57,655 
127,181 
iBarnings before income taxes yc... 25-7 eee ar aeiet oe Oe ee eee 430,463 
Income taxes: (Note 2) Vea Fe sere eens Fo ee OA eee Rd ee 212,950 
Earnings: for the yearsbetore the following item... vo. ee ee 217,513 
Income tax reduction resulting from application of losses of prior years in certain 
Companies (NOTED) aca cease ee ek es eee oat ee rae ho eee 154,676 
Wet earnings Tor the: years ccc. acc0 chum eet ene etn Seen ae ae ee, eee $ 372,189 
PER SHARE 
INSt CATING og ics S65. 0ie a ee rein ate ener eee cee oe $ .30 
Net earnings before income tax reduction resulting from application of 
losses. of prior-years in’ certain-companies: mei. cos ee eer $ aly) 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
year to December 31, 1970 
1970 
Retained/earnings at: beginning of year... 14 ee er 2,436,181 
Deduct investment in shares of subsidiaries in excess of book value of net assets 
at date-Of acquisition’ ov 5.c.02. Wea bets eee ie Sects ee en eee ae 156,906 
2,279,275 
AdG-net earnings for the: year. 2%. sa. ee eee ee ee ee eee 372,189 
Retainedjearnings at.end .ofsyeaten.aut4s ee ee eee $2,651,464 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
year to December 31, 1970 
1970 
SOURCE OF FUNDS 
Net: earningsfor the; year... Sai eo ee ee ee eee 372,189 
Add—Provision for depreciation and amortization....................4. 69,526 
—Sale: of capital:stock:s2Vi.ak ss eee eee en nets on ee are 10,800 
—Repaymentiof federalaefundable taxt eee ee 9,751 
462,266 
APPLICATION OF FUNDS 
Purchases of fixed assets and alterations to leased premises............... 26,288 
Repayment on*serialdebentures.2. ee ee ee 100,000 
Reduction of mortgage: principal. =. ee ee ees 3,334 
129,622 
Increase.in-working capitalt a cee ee ce ee ee eee 332,644 
Working capital beginning of years... see ee ee eee 3,519,033 


Working capital’end! of-year sins ae eee es eee $3,851,677 


WAREHOUSE LOCATIONS IN ONTARIO AND QUEBEC 
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Scarborough, 


Hamilton 


Sa St. Catharines 


Electrical Products 


Wiring devices, wire and cable, conduit, small appliances, industrial and com- 
mercial lighting, residential lighting, motor controls, electric heating equip- 
ment, pole line hardware, alarm system and solenoid valves. 


ilectronic Products 


Transistors, semi-conductors, electronic tubes, relays, micro switches, capa- 


citors, resistors, transformers, timers, meters, voltage regulators and test 
instruments. 


Barrie - Belleville - Brantford - Hamilton - Kingston + Montreal 
Noranda - North Bay - Orillia - Oshawa + Ottawa + Peterborough 


Sault Ste. Marie - St. Catharines - Scarborough + Sudbury - Timmins 
Toronto 


ARO2 


1970 


SEMI-ANNUAL 
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SHAREHOLDERS 


SUPPLY LIMITED 
Bridgeland ue 
Toronto 19, Ontario 


To: The Shareholders of 
Zenith Electric Supply Limited 


Your Company’s results for the first six months of this very difficult year 
are encouraging since they show an improvement over the same period of 
1969. 


c Our inventories are considerably lower than last year and overall results 
reflect our continuing program of more effective control of expenses. 


The addition to our staff of more experienced personnel is showing 
gratifying results and augurs well for the remainder of this year and for 
the future. 


On behalf of the Board of Directors. 
WALTER JAMIESON 


President 


ZENITH ELECTRIC SUPPLY LIMITED 


CONSOLIDATED BALANCE SHEET 


As at June 30th, 1970 


(With comparative figures for 1969) 


(Unaudited) 


ASSETS 
Current 


Cash 


Accounts receivable (after allowance for doubtful accounts) 


Inventories of merchandise valued at the lower of cost 
and market 


Prepaid expenses and deposits 
Income taxes recoverable 


Total current assets 


Fixed, at cost less depreciation and amortization 


Investment in shares of subsidiaries in excess of book 
value of net assets at date of acquisition 


LIABILITIES 
Current 
Bank advances (secured) 
Accounts payable and accrued charges 
64 &% Serial Debentures—instalment due March 15, 1971 
Income taxes payable (less instalments) 


Total current liabilities 


Long Term Debt 

64 % Serial Debentures due in equal annual instalments, 
March 15, 1972 to 1973 inclusive, secured by a float- 
ing charge on the assets of the companies 

Agreements payable 

Shareholders’ Equity 

Capital Stock 


Authorized— 
1,750,000 shares without par value 


Issued and outstanding 
1,251,254 shares 


Earned Surplus 


1970 


$ 6,410 
3,103,101 


3,895,964 
43,247 
2,662 


7,051,384 


342,043 


156,906 


87,550,333 


1,812,576 
1,720,311 
100,000 


(50,577) 


3,582,310 


200,000 
14,719 


1,327,682 
2,425,622 


$7,550,333 


1969 


$ 6,805 
3,083,190 


4,702,665 
12235!) 
12,787 


7,817,798 


415,026 


156,906 


58,389,730 


2,656,630 
1,853,543 
100,000 


(10,858) 


4,599,315 


300,000 
17,958 


1,316,882 
ZVI; 1) 
$8,389,730 


ZENITH ELECTRIC SUPPLY LIMITED 


CONSOLIDATED STATEMENT OF OPERATIONS 


(Unaudited) 
[ali speller 12 Months 
Six months Ended Ended 
June 30th, 1970 June 30th, 1969 Dec. 31st, 1969 
Income (loss) before taxes (9,546) a 417393) 303,373 
Taxes on Income _ ___ 1,000 8,000 48,328 


Net Profit (Loss) ( $ (10,546) 55-353) 


SSNS) 5 255.245 
aR SAO RO MRTETT SAT te RIO TE SD atl ats 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


(Unaudited) 
= Six months Ended 
June 30th, 1970 June 30, 1969 

Source of Funds 
Net Profit (loss) from operations (10,546) (25,353) 
Depreciation charged 27,782 33,339 
Sale of Capital Stock : 10,800 22,000 

28,036 29,986 
Application of Funds \ 
Addition of fixed assets less proceeds of disposals (14,048) 151,230 
Reduction of Mortgage Principal 1,917 1,788 
Reduction of Long Term Debt 100,000 100,000 

87,869 253,018 
Decrease in Working Capital in period $ 59,833 $223,032 


AUDITOR’S NOTE 


Sales of the companies for the six months ended June 30, 1970 decreased from-the six months ended June 30, 
1969 and from the average of the five corresponding preceding periods by 4.9% and 6.1% respectively. The 
gross operating revenue of the companies for the six months ended Jun 5°1970 decreased fromthe six 
/ months ended June 30, 1969 and from the average of the five corresponding preceding periods by 2.4% and 
. 7.4% respectively. a 

We report that the percentages of decrease are, in our opinion, correctly calculated from the figures in the 
Companies’ records. Such records have not in the current period, nor in the preceding five periods, been 
subject to an audit aimed at verifying the allocation of sales or gross operating revenue between any period 
| other than the full fiscal year. 


eeraath A. a 


CAMPBELL, LAWLEss & PUNCHARD 
Chartered Accountants 


